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Proposal to Study Conservation and Renewalrle Energy Potential in Montanit

Summ1r1.': Given thc l'undanrental clrlnges occurrirtg in ener.ul' ntarkets. lhc EQC shottltl sttltl\

rrnL'rgv cgn-servatiirp nncJ rencwablc cnrrrgv gerrtcnttiott capacitv in Montanit attcl trtakc

t-cc()plptLlt(latilns rergarrlirrg tlcveloJrrlcnt ol'thcsc rcsogfcLrs to thc tlcrxt scs.sion r.rl'tltc lcgisllrtrrrc.

Background:'l'hrough oul the latc l9!l0s to ubout 1996 Montltla Power{Jornpany {MSC) rart

conservatit)n progrants basccl on assutnptiorts atrout cost el'l'ectiveness based oll lhe "itvoitlcrd

cost'' of altemativs elcctric generation. For exantple. MPCI would only inverst in a hot w'ilter

heatcrr rvrap il'thc valuc ol'the energy savecl rvas ahove r.vhat it'uvould cost to ltccluire a sirnilar'

amogrlt ol'ener-uv h'om a new generilror. All cottserr,ation programs run by all utilities in

Mclntana ran the sitme "cost efl'ectivetress criteria".

By thc micl-1990s MPC believecl that it hacl accluircrcl nrost of the cost effbctive collservation on

its svstcm and cut conserv'arion progrilnr buclgcts lry about 70%. This clecision r'r'as based ()ll c(lsl

etfectiveness tcsts whiclr assumecl the cost of electricitl'somer'vhere around 2 to 2'5 cents per

kilowatt hour. Electric restructuring change{ the entire context for conservation progrt:tms.

Reco-spizing that inclividual con$umers clemancl short term retllrn on investments and might not

be willing to make c6nservirtion investments rvhich were eL-onornically cost eft'ective over a lott.t:

term. policy makers establishecl the USIIC to assLlre that conservation progriuns colltinued to

operratL.. The L.ISBC arnoLlnt was sct at 2.4o1r ol' l9c)5 revenues. Funcling fiom the 2.491" wtts itlsil

cleclicatccl to lor,r' inconre hill assistance ancl renewable resource programs. 'lhe 2.4c/n

incrlrporatefl c6st ef-tectivcrncss asslrttptions ilbr)ut tlte cosl ol'clectricit-v at that tirnc.

In the last two ycars Montalta has erpericnced clranrzrtic increases in tlrc pricc: ol'elerctricitt'.

Current market prices nre much lnore tlran the 2.5 cents at the time the USBC percelltflge wils

establishecl. Even conserviltive estinlates are that Montana lbces prices hetluveen -5 ancl 6 cettts

over the long term. This increase means that much more "ct)sl etlective" conscrvatiol'l is

availahle. MPC has esf.inratecl that il cost as.sunlption of 3.5 cents in its calculations ol'

conservation potential elemonstrateti an aclclitional 98 ntegawatts oJ'conservati0n r)n tlre MP('

svstcllt. fn sunr. given the higher prices of electricity, there is nutch more ctmt efl'ective

con.serl'ation available in Montana.

All ol'the same concliti6ns apply to rcnervable resource development. In the past. hecau.se prrices

of electricitV were well trelow the cost ol'renervablc ener-Uy generatiott. program.s developed h1'

MPC in particular were essentially rese'arch ancl clevelopment. Rut currenl conditions and priccs

have chtngecl tlrat. Wincl power in particular is now competitive with other sources of
generation.

At t5c slptc tiltc restluctul'irrg has nrisetl a nurlhcrof question5, nlrout the acquisition ol'these

rc.sourccs. Corrscrr,ation hls unirlrc clurrtcteristics rvhiclr clo not flt the "conttrttxlitv" nrarkcl

r1ror1.l eurrerrtll. lrcing pursuccl in clcctric rr-slructuring. )'et virtuallv e\/crvr)l1c ltgrces thitl

c6lservatiurt is un intportapt l'esogrcc l{r l)ursuc. lnclcecl. tltc crerirti0n tll'thc l)()\\'erpotrl l'r-r thr-'

last session of the le gislature. is a lel'lcctit'lt ol'tlrat recognition. Ilut thc' mechattisms to brittg

cgnscrvltion rcs()grcLrs uncl repewa$e rcsourccs u,hich lack market inll'a-strttcttlre. sttch as

''clistributecl" svslelns (srnall site bascrl gcncrittion). renrain poorly clel'ined.



Potential Study Issues

Potential questions to addreiss (these arc. interxlcd as exarnples):

Hou rnuch c()ltser'\:ation potential c'xists irr Mclntana and at what cost'J

\Vhat arc rnarket barriers to acquiriltg cost el'lbctive conservation l

Wltat nterchanistns rniglrt titcilitate acquiring cost etf'ective conservation'?

\\'ltielt sce tors (c()tlltltcrcial. ilttlustrill. resitlcntial. a-Uricrultural; fiayc t[c ltgst cgpservatiorr
potential'.'

What ;lrtlgran'ls can Montana participate in at the re-eional level to develop renervrtble energl,?

Ilt.ru' n'utclt rettewable energy potcntial exists in Mon{.ana ancl at what cost ?

What ilre rlarket buriers to acquiring renewable resources?

\\/lrut urc t he' c nvi ronrneilrtal i mpacts ol' renewahle technologies'?

Wltat rcncrr'uble tcrchnologic-s is Montarra positiorrcd to take a<lvantage of'?

\Vhal itrc tlre pros altd crtttts of certtral statiorr vs distributed renervablcr developrnent'l

Rcsources: Muclr rvork has bcerr clonc in this arert. The prirnary valuer of an EQC stucly u,oulcl be
trr lrt'ittg inlirrtttrtion togcther f'rom a varietv ol'existing sources. The EQC coulcl tlrarv on:

l.'l-hc [)o\\'el' Planning C'ouncil
]. I)SC

-1. ('onsunter C'ounsel
-1. l)epartrnerrt of Environnrental Quality
5. Private Groups including. MPC. Northwest Energy Coalition etc. crtc.

Coordination: The EQC can coordinate with the TAC and Consumer Counsel because Scnator
\lcNutt is on all three cornnrittees.


